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Employment Standards Administration, Labor § 703.307 

§ 703.304 Filing of Agreement and Un-
dertaking; deposit of security. 

Within 45 days of the date on which 
the employer receives the Branch’s de-
cision (or, if the employer requests a 
hearing, a period set by the Longshore 
Director or the Longshore Director’s 
representative) granting its applica-
tion to self-insure and fixing the re-
quired security deposit amount (see 
§ 703.303), the employer must: 

(a) Execute and file with the Branch 
an Agreement and Undertaking, in a 
form prescribed and provided by OWCP, 
in which the employer shall agree to: 

(1) Pay when due, as required by the 
provisions of the Act, all compensation 
payable on account of injury or death 
of any of its employees injured within 
the purview of the Act; 

(2) Furnish medical, surgical, hos-
pital, and other attendance, treatment 
and care as required by the Act; 

(3) Deposit with the Branch indem-
nity bonds or letters of credit in the 
amount fixed by the Office, or deposit 
negotiable securities under §§ 703.306 
and 703.307 in that amount; 

(4) Authorize the Branch, at its dis-
cretion, to bring suit under any depos-
ited indemnity bond or to draw upon 
any deposited letters of credit, as ap-
propriate under the terms of the secu-
rity instrument, or to collect the inter-
est and principal as they become due 
on any deposited negotiable securities 
and to seize and sell or otherwise liq-
uidate such negotiable securities or 
any part thereof when the employer: 

(i) Defaults on any of its LHWCA ob-
ligations; 

(ii) Fails to renew any deposited let-
ter of credit or substitute a new letter 
of credit, indemnity bond or acceptable 
negotiable securities in its place; 

(iii) Fails to renew any deposited ne-
gotiable securities at maturity or sub-
stitute a letter of credit, indemnity 
bond or acceptable negotiable securi-
ties in their place; or 

(iv) Fails to comply with any of the 
terms of the Agreement and Under-
taking; 

(5) Authorize the Branch, at its dis-
cretion, to pay such compensation, 
medical, and other expenses and any 
accrued penalties imposed by law as it 
may find to be due and payable from 

the proceeds of the deposited security; 
and 

(6) Obtain and maintain, if required 
by the Office, excess or catastrophic in-
surance in amounts to be determined 
by the Office. 

(b) Give security in the amount fixed 
in the Office’s decision: 

(1) In the form of an indemnity bond 
with sureties satisfactory to the Office, 
and in such form and containing such 
provisions as the Office may prescribe: 
Provided, That only surety companies 
approved by the United States Treas-
ury Department under the laws of the 
United States and the rules and regula-
tions governing bonding companies 
may act as sureties on such indemnity 
bonds (see Department of Treasury’s 
Circular–570); 

(2) In the form of letters of credit 
issued by a financial institution satis-
factory to the Branch and upon which 
the Branch may draw; or, 

(3) By a deposit of negotiable securi-
ties with a Federal Reserve Bank or 
the Treasurer of the United States in 
compliance with §§ 703.306 and 703.307. 

§ 703.305 [Reserved] 

§ 703.306 Kinds of negotiable securities 
that may be deposited; conditions 
of deposit; acceptance of deposits. 

A self-insurer or a self-insurer appli-
cant electing to deposit negotiable se-
curities to secure its obligations under 
the Act in the amount fixed by the Of-
fice under the regulations in this part 
shall deposit any negotiable securities 
acceptable as security for the deposit 
of public monies of the United States 
under regulations issued by the Sec-
retary of the Treasury. (See 31 CFR 
part 225.) The approval, valuation, ac-
ceptance, and custody of such securi-
ties is hereby committed to the several 
Federal Reserve Banks and the Treas-
urer of the United States. 

§ 703.307 Deposits of negotiable securi-
ties with Federal Reserve banks or 
the Treasurer of the United States; 
interest thereon. 

Deposits of negotiable securities pro-
vided for by the regulations in this 
part shall be made with any Federal 
Reserve bank or any branch of a Fed-
eral Reserve bank designated by the 
Office, or the Treasurer of the United 
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States, and shall be held subject to the 
order of the Office. The Office will au-
thorize the self-insurer to collect inter-
est on the securities deposited by it un-
less any of the conditions set forth at 
§ 703.304(a)(4) occur. 

§ 703.308 Substitution and withdrawal 
of indemnity bond, letters of credit 
or negotiable securities. 

(a) A self-insurer may not substitute 
other security for any indemnity bond 
or letters of credit deposited under the 
regulations in this part except when 
authorized by the Office. A self-insurer 
may, however, substitute negotiable 
securities acceptable under the regula-
tions in this part for previously-depos-
ited negotiable securities without the 
Office’s prior approval. 

(b) A self-insurer discontinuing busi-
ness, discontinuing operations within 
the purview of the Act, or securing the 
payment of compensation by commer-
cial insurance under the provisions of 
the Act may apply to the Office for the 
withdrawal of the security it provided 
under the regulations in this part. The 
self-insurer must file with its applica-
tion a sworn statement setting forth— 

(1) A list of all cases in each com-
pensation district in which the self-in-
surer is paying compensation, together 
with the names of the employees and 
other beneficiaries, a description of 
causes of injury or death, and a state-
ment of the amount of compensation 
paid; 

(2) A similar list of all pending cases 
in which the self-insurer has not yet 
paid compensation; and 

(3) A similar list of all cases in which 
injury or death has occurred within 
one year before such application or in 
which the last payment of compensa-
tion was made within one year before 
such application. 

(c) The Office may authorize with-
drawal of previously-deposited indem-
nity bonds, letters of credit and nego-
tiable securities that, in the opinion of 
the Office, are not necessary to provide 
adequate security for the payment of 
the self-insurer’s outstanding and po-
tential LHWCA obligations. No with-
drawals will be authorized unless there 
has been no claim activity involving 
the self-insurer for a minimum of five 

years, and the Office is reasonably cer-
tain no further claims will arise. 

§ 703.309 Increase or reduction in the 
amount of indemnity bond, letters 
of credit or negotiable securities. 

(a) Whenever the Office considers the 
principal sum of the indemnity bond or 
letters of credit filed or the amount of 
the negotiable securities deposited by a 
self-insurer insufficient to fully secure 
the self-insurer’s LHWCA obligations, 
the self-insurer must, upon demand by 
the Office, deposit additional security 
in accordance with the regulations in 
this part in an amount fixed by the 
Branch. The Branch will issue its deci-
sion requiring additional security in 
accordance with § 703.303, and the pro-
cedures set forth at §§ 703.303(d) and 
703.304 for requesting a hearing and 
complying with the Office’s decision 
will apply as appropriate. 

(b) The Office may reduce the re-
quired security at any time on its own 
initiative, or upon application of a self- 
insurer, when in the Office’s opinion 
the facts warrant a reduction. A self- 
insurer seeking a reduction must fur-
nish any information the Office re-
quests regarding its current affairs, the 
nature and hazard of the work of its 
employees, the amount of its payroll 
for employees engaged in maritime em-
ployment within the purview of the 
Act, its financial condition, its acci-
dent experience, a record of compensa-
tion payments it has made, and any 
other evidence the Branch considers 
necessary. 

§ 703.310 Authority to seize security 
deposit; use and/or return of pro-
ceeds. 

(a) The Office may take any of the 
actions set forth in paragraph (b) of 
this section when a self-insurer— 

(1) Defaults on any of its LHWCA ob-
ligations; 

(2) Fails to renew any deposited let-
ter of credit or substitute a new letter 
of credit, indemnity bond or acceptable 
negotiable securities in its place; 

(3) Fails to renew any deposited nego-
tiable securities at maturity or sub-
stitute a letter of credit, indemnity 
bond or acceptable negotiable securi-
ties in their place; or 
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